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OF THE

UNITED STATES TELEPHONE ASSOCIATION

The United States Telephone Association (USTA) respectfully submits its reply to the

comments filed June 26, 1997 in the above-referenced proceeding.

In its comments, USTA opposed the imposition of a presubscribed interexchange carrier

charge (PICC) on special access lines. Every party agreed with USTA that PICCs should not be

required to be assessed on special access lines. The record is unequivocal that the imposition of

a PICC on special access would create an uneconomic and unwarranted subsidy contrary to the

goals of access charge reform. Clearly, the Commission should not impose a PICC on special

access.

USTA also opposed the two options presented by the Commission to change the

allocation ofprice cap LECs' interstate General Support Facilities (GSF) costs. As USTA and

several parties explained, the record does not provide sufficient justification to support any

change in the allocation of GSF at this time and, in any case, such a change should not be

considered separate from comprehensive separations reform.J In addition, USTA and the

JUSTA at 4, Bell Atlantic and NYNEX at 5, BellSouth at 5-6, Southwestern Bell, Pacific
Bell and Nevada Bell at 6, GTE at 7, and SNET at 5.
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majority of commenting parties explained that the two options presented in the Further Notice of

Proposed Rulemaking were flawed and should not be adopted.2 The parties agreed that the first

option would only serve to create unnecessary and costly administrative burdens and that the

second option must, at the very least, be modified to avoid significant misallocations of costs.

USTA proposed an alternative methodology which avoided these problems should the

Commission decide that a change must be adopted in this proceeding.3

Contrary to the assertions ofAT&T, treating Billing and Collection as a regulated activity

is not contrary to the Commission's objective to ensure full cost separation between regulated

and nonregulated activities.4 The Commission clearly stated in the Joint Cost Order that Billing

and Collection should continue to be accorded regulated accounting treatment to avoid

understating interstate costs.

MCI observes that assignment of a portion of GSF to Billing and Collection is necessary

to avoid violating Section 254(k) of the Telecommunications Act which requires that the

customers of regulated services do not subsidize potentially competitive services.5 Of course that

section refers to the services included in the definition of universal service and requires that these

services bear no more than a reasonable share ofjoint and common costs. There is no evidence

to support MCl's claim.6 Further, MCl's assertion that LECs reported over $800 million in

2USTA at 4, BellSouth at 6-7, and GTE at 7-8.

3USTA at 5. See also, SNET at 1 GTE at 8-9, and Bell Atlantic and NYNEX at 7-8.

4AT&Tat 9.

5MCI at 10.

6USTA's proposal meets this requirement.

2



r
USTA 96-262 REPLY COMMENTS
JULY 11, 1997

Billing and Collection revenues in 1995 is overstated because it includes intrastate revenues..

Based on an analysis of net return data as reported in ARMIS, the attached chart shows a steady

decline in Billing and Collection of 84 percent from 1990 to 1995.

AT&T notes that the method prescribed by the Commission should be straightforward

and simple to administer and MCI states that it should be consistent with the current Part 69

rules. While a comprehensive review of separations would certainly ensure that these criteria are

met, USTA's proposed option is simple and straightforward and will retain the Part 69 reliance

on Class B accounts.7

USTA urges the Commission not to act on either ofthe issues as proposed in the Further

Notice ofProposed Rulemaking.

Respectfully submitted

UNITED STATES TELEPHONE ASSOCIATION

BYOr~ W
Its Attorneys:

July 11, 1997

Mary McDermott
Linda Kent
Keith Townsend
Hance Haney

1401 H Street, NW, Suite 600
Washington, D.C. 20005
(202) 326-7248

7The Class B accounting system is maintained by developing a ratio and applying it to the
Class B Account 2110 using existing ledger data which cannot be maipulated.
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